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 Nancy Watkins, a principal in the actuarial and consulting firm Milliman, Inc., 
presented a report on the NC Beach Plan commissioned by the Property 
Casualty Insurers Association.   According to Ms. Watkins' research, the Beach 
Plan is unequipped to handle losses resulting from a major hurricane.  Insurance 
rates in North Carolina have been kept artificially low to the detriment of 
property insurers in the State.  The current financial position of the Beach Plan is 
a threat to insurers, taxpayers, and the State's economy.  The report suggested 
several strategies to strengthen the financial solvency of the Beach Plan. 
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 David Marlett, PhD, Chair of the Department of Finance, Banking, and 
Insurance at Appalachian State University and member of the Committee, 
presented his analysis of the financial condition of the Beach Plan.  His 
recommendations included making the Beach Plan a true market of last resort, 
purchasing reinsurance sufficient to cover a one in one hundred year loss, 
decreasing dependency on assessments to cover losses, and amending the 
structure of the Board of Directors of the  Beach Plan to include non coastal 
residents. 

 
 Jerry Payne, Southern Zone Executive Director for Farmers Insurance Group 

discussed the role of potential assessments under the Beach Plan in Farmer's 
decision to stop writing homeowners coverage in North Carolina.   

 
 Steve Carroll, General Manager of North Carolina Farm Bureau Insurance and a 

member of the Committee, provided the perspective of a mutual insurance 
company operating solely in North Carolina. 

 
 Bradley Lemons, Vice President for Property Product Pricing at Nationwide 

Insurance, provided a national perspective on beach and coastal insurance.  He 
noted that, in North Carolina, 10 carriers provide 82% of homeowners coverage.  
The homeowners market is very volatile due to the unpredictability of claims 
activity.  This is exacerbated by the increasing frequency of storms and coastal 
development.  Decisions need to be made on what the Beach Plan should be.  
From there decisions can be made regarding rates, assessments, and reinsurance. 

 
 Bob White, President, CEO, and Chairman of the Board of Alliance Mutual 

Insurance Company, presented the viewpoint of a small niche market auto and 
property insurance company.  32% of Alliance's homeowner policies are in the 
beach and coastal areas, but the company does not provide wind coverage.  The 
company's assessment exposure under the Beach Plan is 674% higher than its 
written risk.  Although the company purchases reinsurance to help cover the risk 
of an assessment, a second major storm and assessment could force Alliance out 
of business. 

 


